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JUDGE  KELLEY’ S  BILL. 


Washington,  December  21, 1873. 

The  adjournment  of  Congress  and  the  scattering  of  the  members 
to  their  distant  homes  will  give  their  constituents  an  opportunity  to 
freely  express  opinions  as  to  what  should  be  done  to  relieve  the  coun¬ 
try  in  its  financial  embarrassment.  It  is  generally  believed  by  those 
interested  in  increasing  the  volume  of  the  currency  that  the  sentiment 
will  be  against  taxation  of  any  kind,  restricting  so  far  as  the  popular 
will  can,  retrenchment  in  the  expenditures  of  the  government,  and  a 

Greater  supply  of  greenbacks  for  the  business  interests  of  the  country. 

'he  members  remaining  in  Washington  will  not  lack  for  information. 
Already  the  mails  are  burdened  with  letters  from  men  in  all  condi¬ 
tions  of  life,  earnestly,  protesting  against  a  restoration  of  the  tax  on 
tea  and  coflee,  or  increased  tax  on  whiskey  and  tobacco.  Such  legis¬ 
lation,  while  pronounced  unpopular,  would  certainly  weaken  the 
republican  party  and  increase  the  possibility  of  the  democracy  gain¬ 
ing  the  ascendency.  With  the  return  of  Congress,  will  come  hordes 
of  lobbyists,  representing  every  phase  of  business.  The  bankers  will 
be  here  to  prevent,  if  possible,  interference  with  the  present  financial 
regime;  while  the  distillers  and  tobacco  manufacturers,  divided  in 
opinion,  will  worry  the  Committee  of  Ways  and  Means  with  their 
pet  notions.  So  far  as  the  House  and  Senate  have  been  canvassed 
the  proposition  of  Mr.  Kelley,  of  Pennsylvania,  has  been  favorably 
endorsed,  and  the  opinion  of  both  members  of  the  Committee  of 
Ways  and  Means,  Banking  and  Currency,  and  Finance  is  that  it  will 
eventually  be  the  compromise  presented.  Knowing  the  pertinacity 
with  which,  its  author  would  press  it,  and  the  majority,  at  least  of 
the  House,  to  sustain  him  when  it  comes  before  that  body,  your  cor¬ 
respondent  called  upon  the  Pennsylvania  Kepresentative  this  evening 
for  the  purpose  of  getting  his  views,  and  the  line  of  argument  he  will 
adopt  when  the  subject  is  presented  for  debate. 

JUDGE  KELLEY  INTERVIEWED. 

Having  talked  over  the  matter  of  retrenchment,  and  how  diflicult 
it  would  be  to  satisfy  the  people,  who  were  clamoring  for  relief,  I 
asked — 

Do  you  think  we  can  do  without  any  additional  taxation  ? 

Judge  Kelley. — I  think  the  suggestion  by  the  Secretary  of  the 
Treasury  that  taxes  should  be  increased  at  a  time  of  great  depression 
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like  this  was  a  serious  mistake,  and  that  he  will  discover  that  the 
paralysis  of  business  will  be  so  brief  as  not  materially  to  affect  the 
revenue  for  this  fiscal  year,  certainly  not  to  the  extent  of  the  ordinary 
surplus  above  the  actual  demands  of  the  government.  The  falling 
off  will  be  confined  chiefly  to  this  quarter  of  the  fiscal  year,  and  I 
think  it  is  highly  probable  that  the  loss  will  be  more  than  made  up 
during  the  third  and  fourth  quarters  of  the  year,  as  the  people  will 
supply  their  wants  as  soon  as  business  shall  revive  and  our  laboring 
people  shall  be  generally  employed.  The  farmers  and  working  people 
of  the  country  are  already  loudly  protesting  against  the  restoration 
of  the 

DUTIES  ON  TEA  AND  COFFEE, 

and  to  increase  the  tax  on  whiskey  and  tobacco,  which  seem  to  be 
regarded  as  proper  subjects  of  taxation,  would  lead  to  most  un¬ 
wholesome  speculation  and  to  a  general  revival  of  the  frauds  that 
formely  prevailed  with  reference  to  both  of  these  articles.  The 
country  does  not  appreciate  the  extent  to  which  the  taxes  on  spirits 
and  tobacco  affect  the  producing  and  working  classes.  Spirits  are 
the  product  of  the  grain  fields  of  the  country,  so  condensed  as  to  re¬ 
lieve  the  farmer  of  from  70  to  75  per  cent,  of  the  cost  of  transpor¬ 
tation  to  the  seaboard,  and  tobacco  is  one  of  our  most  important 
staple  productions.  Every  reduction  we  have  made  in  the  tax  on 
either  has  increased  its  production,  and,  as  the  laboring  people  are 
the  principal  consumers  of  tobacco,  whatever  enhances  its  price,  in 
effect,  reduces  their  wages.  It  is  a  curious  fact  that  the  existing  tax  on 
spirits  adds  from  15  cents  to  22  cents  to  the  cost  of  producing  an 
ounce  of  quinine,  and  is  felt  in  the  price  of  every  chemical  production 
and  article  of  perfumery  in  which  alcohol  is  used  as  an  ingredient  or 
a  solvent.  How  largely  this  is  the  case  few  people  are  prepared  to 
believe.  I  am,  therefore,  opposed  to  any  modification  of  these  taxes 
until  we  shall  be  prepared,  as  I  hope  we  may  in  the  near  future,  to 
reduce  them.  But,  if  I  am  mistaken  in  supposing  that  the  revenues 
of  this  year  will  be  adequate  for  the  necessities  of  the  Treasury,  I 
hold,  as  my  Resolution  now  pending  before  the  House  expresses,  that 
the  necessities  of  the  Treasury  should  be  supplied  by 

TEMPORARY  LOANS. 

Indeed,  we  should  never,  so  long  as  our  paper  money  is  inconvert¬ 
ible,  be  without  temporary  loans.  They  constitute  an  essential  element 
in  the  financial  system  we  inaugurated  with  the  issue  of  inconvertible 
currency,  and  would  not,  I  think,  ever  have  been  abandoned  had 
Mr.  Chase  remained  at  the  head  of  the  Treasury.  In  my  judgment, 
the  present  crisis,  which  has  cost  the  people  of  this  country  at  least 
$1,000,000,000  in  loss  of  wages,  and  in  the  reduced  prices  at  which 
we  are  selling  our  grain,  cotton,  tobacco,  and  other  crops,  and  in 
the  shrinkage  of  values  in  merchandise  and  the  stocks  of  the  most 
substantial  and  productive  companies  and  institutions  in  the  country, 
is  largely  due  to  the  fact  that  our  own  bankers  and  foreign  dealers  in 
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credit  and  gold  have  beguiled  us  into  eliminating  from  our  financial 
system  temporary  loans  in  which  surplus  greenbacks  might  be  in¬ 
vested.  I  have,  therefore,  as  you  are  aware,  introduced  a  bill  pro¬ 
viding  for  the  issue  of  bonds  bearing  $3  65  currency  interest,  and 
redeemable  on  presentation  in  greenbacks,  to  be  known  as 

INTER-CONVERTIBLE  BONDS. 

Correspondent. — Do  you  not  regard  that  as  a  novelty  in  our  legis¬ 
lation,  though  the  idea  has  been  floating  through  the  community  for 
some  time  ? 

Judge  Kelley. — I  assure  you,  sir,  that  it  is  not  a  novelty,  is  in  no 
sense  an  experiment,  but  was  part  of  our  uniform  practice  down  to 
the  time  that  the  Treasury  officials  seem  to  have  fallen  into  the  hands 
of  the  credit  mongers  of  the  world.  In  1862  I  came  from  Philadel¬ 
phia  to  Washington  with  a  German  gentleman  for  the  purpose  of  in¬ 
troducing  him  to  Mr.  Chase,  that  he  might  offer,  on  behalf  of  what 
we  now  call  a  syndicate  of  German  bankers,  a  loan  of  $40,000,000. 
Mr.  Chase  heard  him,  respectfully  received  his  paper,  and  said  to  him, 
“  I  will  send  you  my  reply  to  the  hotel  in  the  course  of  half  an  hour.” 
And  in  less  than  that  time  the  reply  came,  saying  that  “We  decline 
to  entertain  any  propositions  from  abroad  at  this  time,  relying  upon 
the  ability  of  our  people  to  furnish  us  with  the  required  funds.”  I 
am  not  sure  that  I  give  his  answer  verbatim,  but  am  absolutely  cer¬ 
tain  that  there  is  no  departure  from  its  spirit  and  intent.  That  was 
about  the  midsummer  of  1862,  but  we  had  already,  by  the  act  of 
July  11, 1862,  authorizing  an  additional  issue  of  $150,000,000  of  legal 
tender  notes — $35,000,000  of  which  might  be  in  denominations  less 
than  $5 — provided  for  the  preparation  of  $50,000,000  in  greenbacks, 
not  to  be  issued  for  general  circulation,  but  to  be  reserved  to  pay  tem¬ 
porary  loans  promptly  in  case  of  emergency.  I  have  said  that  I 
attribute  this  crisis  to 

THE  ELIMINATION  OF  TEMPORARY  LOANS 

from  our  financial  system,  and  I  now  add  that  by  doing  so  we  have 
falsified  the  promise  contained  on  the  face  of  every  greenback,  and 
by  disowning  it  have  widened  the  difference  between  gold  and  our 
paper.  So  long  as  the  government  received  the  greenback  in  ex¬ 
change  for  an  interest-bearing  obligation,  it  redeemed  its  notes,  as 
it  undertook  to  do  when  it  originally  issued  them ;  but  by  refusing 
to  give  its  own  issues  such  redemption  it  drives  them,  in  those 
dull  seasons  of  the  year  when  currency  cannot  be  used  in  ordinary 
business,  to  seek  interest  in  banks  which  offer  a  premium  for 
deposits,  and  which,  having  thus  purchased  deposits,  send  them  to 
Wall  street  for  the  purpose  of  speculation  and  the  manufacture  of 
corners  in  gold,  bonds,  and  currency.  It  does  not  take  a  large  vol¬ 
ume  of  currency  to  absorb  a  great  loan,  and  Mr.  Chase  understood 
that  thoroughly.  In  the  most  expensive  periods  of  the  war  we 

needed  an  average  of  $2,000,000  a  day  for  current  expenses.  We 

* 
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had  out  several  forms  of  currency  loans — temporary  loans,  payaole  on 
10  days’  notice,  issued  under  three  several  acts  of  Congress,  and  bear¬ 
ing  different  rates  of  interest,  four,  five,  and  six  per  cent. ;  compound 
interest  notes,  payable,  premium  and  interest,  in  currency,  or  con¬ 
vertible  into  five-twenties  and  other  bonds  ;  seven-thirties,  the  inter¬ 
est  payable  in  specie  at  six  per  cent.,  or  in  currency  at  seven-thirty 
per  cent.,  and  after  a  certain  period  also  convertible  into  bonds;  and 
so  long  as  the  American  people  had  among  them  all  $2,000,000  a  day 
that  they  might  withdraw  from  business  to  invest  in  any  of  these 
forms  of  temporary  loans,  Mr.  Chase  saw  that  the  financial  condition 
of  the  country  was  safe. 

LOOK  FOR  YOURSELF. 

The  people  lend  the  government  $2,000,000  on  Monday,  and  the 
government  purchases  commodities,  the  production  of  our  own  peo¬ 
ple,  with  those  $2,000,000  on  Tuesday.  Other  people  lend  the  govern¬ 
ment  $2,000,000  on  Tuesday,  which  is  again  expended  by  it  among 
them  on  Wednesday.  Continue  the  process  through  the  week,  and  you 
will  find  that,  though  but  $2,000,000  of  currency  have  been  used  on 
any  day,  $12,000,000  of  loan  have  been  absorbed.  Extend  the  calcu¬ 
lation  through  the  year,  and  you  find  that  though  but  $2,000,000 
have  been  applied  in  any  one  day,  the  result  at  the  end  of  the  year 
would  be  a  loan  to  the  government  of  over  $600,000,000.  I  there¬ 
fore  propose  that  the  government  shall  re-establish  a  redemption  fund 
of  $50,000,000,  as  provided  by  the  act  of  1862  already  referred  to, 
and  shall  issue  temporary  loan  certificates  in  the  form  of  bonds  or 
otherwise,  carrying  interest  at  the  rate  of  a  cent  a  day  upon  $100,  or 
$8.65  per  annum.  I  propose  this  as  a  means  of  redeeming  the  United 
States  dollar  when  presented  to  the  Treasury ;  as  a  means  of  prevent¬ 
ing  the  accumulation  in  the  hands  of  irresponsible  bankers  and  stock 
and  gold  gamblers  of  the  surplus  funds  of  the  country  during  the 
growing  season,  and  the  winter  while  the  canals  and  lakes  are  closed 
by  ice.  But  it  will  accomplish  an  object,  if  possible,  more  desirable 
than  this,  by  placing 

OUR  LOANS  IN  THE  HANDS  OF  OUR  OWN  PEOPLE, 

at  currency  interest,  and  relieving  us  from  the  load  of  gold  interest, 
chiefly  due  to  foreigners,  under  which  we  are  now  staggering.  We 
owe  in  round  numbers  $100,000,000  gold  interest  annually — the  actual 
sum  is  between  $99,000,000  and  100,000,000 — and  most  of  this  is,  as 
I  have  said,  due  to  foreigners.  The  entire  production  of  our  gold 
mines  is  about  $60,000,000  a  year.  How  are  we  to  provide  for  the 
balance?  The  answer  is  ready  on  the  lips  of  mere  theorists,  “  By  the 
balance  of  trade but  the  balance  of  trade  has  been  against  us,  uni¬ 
formly,  from  long  before  the  commencement  of  the  war,  and  it  is  no 
answer  to  say  that  it  has  been  in  our  favor  for  the  last  two  or  three 
months.  That  it  has  been  so  is  due  to  accident  or  Providence,  and  not 
to  sagacious  legislation.  The  crops  of  Great  Britain  and  all  the 
countries  of  the  Continent  are  this  year  far  below  the  average,  while 
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our  crop  is  unusually  large.  But  where  will  be  the  balance  of  trade 
next  year,  should  it,  in  the  order  of  Providence,  come  to  pass  that  1 
our  crops  shall  fall  considerably  below  the  average,  and  those  of 
Europe  be  better  than  usual  ?  Our  exports  will  then  fall  off,  both  in 
quantity  and  price,  and  the  balance  of  trade  be  against  us  again  as 
it  has  so  long  been.  Until  we  can  reduce  our  gold  interest  to  such 
proportions  as  to  enable  us  to  pay  it  from  our  production  of  gold  it  is 

NONSENSE  TO  TALK  OF  THE  RESUMPTION  OF  SPECIE  PAYMENTS, 

or  to  hope  that  our  commerce  may  be  conducted  on  a  gold  basis.  It 
is  that  we  may  bring  home  these  gold-bearing  bonds  that  I  propose 
the  issue  of  temporary  convertible  currency  loans. 

Correspondent. — How  can  temporary  loans  to  the  government  in 
paper,  and  reimbursible,  principal  and  interest,  in  currency,  aid  in 
bringing  home  our  gold  bonds? 

Judge  Kelley. — I  have  heard  that  proposition  denounced  as  an 
absurdity  in  many  quarters,  and  am  happy  in  the  fact  that  you  have 
not  asked  me  the  question  whether  the  proposition  is  not  upon  its 
face  an  absurdity.  My  bill  provides  that  the  Secretary  of  the  Trea¬ 
sury  shall  apply  funds  received  in  exchange  for  these  temporary  and 
convertible  bonds  to  the  purchase  of  gold-bearing  bonds  or  of  gold 
with  which  to  call  such  bonds,  and  it  also  proposes  to  allow 

the  banks  to  hold  these  bonds  as  their  reserve 

in  whole  or  in  part.  Before  such  bonds  should  be  on  the  market 
one  year  the  Secretary  would  have  at  his  command  anywhere  from 
$200,000,000  to  $500,000,000.  You  will  acknowledge  that  the  banks 
would  very  gladly  hold  a  reserve  upon  which  they  could  draw  8  %% 
interest.  The  president  of  a  leading  life  insurance  company  from 
Hew  York  has  within  48  hours  assured  me  that  his  company,  which 
often  had  $100,000  in  temporary  loan  certificates,  would  average  for 
10  months  in  the  year  an  amount  equal  to  that  in  this  form  of 
investment.  Some  of  the  leading  merchants  of  Philadelphia  have 
told  me  that  they  would  be  glad  of  such  a  means  of  investing  their 
large  balances  during  the  dull  season.  One  manufacturer  of  that 
city,  to  whom  I  submitted  the  proposition  for  consideration,  after 
he  came  to  comprehend  it,  showed  me  by  his  bank  books,  and  this 
was  in  October  and  after  the  panic  had  commenced,  that  there  was 
then  lying  to  his  credit  $250,000,  $200,000  of  which  he  said  he  would 
be  very  glad  to  put  into  convertibles.  He  could  draw  no  currency 
upon  his  checks  and  had  to  buy  notes  with  which  to  pay  his  hands. 
Remember  what  I  have  said  of  $2,000,000  a  day  invested  in  our 
loans  having  been  sufficient  to  carry  us  through  the  war,  and  you  will 
see  that  each  year  the  amount  of  these  bonds  would  increase,  and  you 
will  probably  not  regard  me  as  exaggerating  when  I  say  that  in  a 
few  years 
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THE  GREAT  BULK  OF  OUR  GOLD-BEARING  LOANS, 

now  held  in  Europe,  might  thus  be  converted  into  a  currency  loan 
held  by  our  own  people,  and  the  rate  of  interest  be  thus  reduced  from 
six  per  cent,  in  gold,  as  it  is  now,  to  less  than  four  per  cent,  in  paper, 
Then,  with  the  productions  of  our  mines,  and  the  increased  produc¬ 
tive  power  of  our  country,  we  may  hope  to  induce  a  flow  of  specie 
from  other  lands  to  ours  in  exchange  for  commodities,  and  that  we 
may  again  be  able  to  use  gold  and  silver  as  part  of  our  currency.  I 
say  as  part  of  our  currency  ;  for  I  trust  that  the  greenback  will  never 
be  deprived  of  its  legal-tender  character  and  the  people  be  thrown 
back  upon  State  banks  or  any  other  corporate  contrivance  for  cur¬ 
rency.  The  issue  of  money  is  an  attribute  of  sovereignty  that  should 
never  be  delegated  by  the  government . 

Correspondent. — But  is  there  not  danger,  if  so  large  amount  of 
these  bonds  should  be  issued,  that  they  might  come  upon  the  Treasury 
unexpectedly  and  bankrupt  it  by  disclosing  its  inability  to  redeem 
them? 

Judge  Kelley. — Such  an  event  is  not,  in  my  judgment,  within  the 
range  of  possibilities  ;  and  in  order  to  correct  my  views,  if  they  be 
erroneous,  or  to  confirm  them  by  the  results  of  experience,  I  yesterday 
submitted  a  resolution  which  was  adopted  by  the  House,  calling  upon 
the  Secretary  of  the  Treasury  to  inform  us 

WHAT  AMOUNT  OF  TEMPORARY  LOAN  THE  GOVERNMENT  HAD  RECEIVED 

under  each  of  four  laws  of  Congress,  and  what  amount  had  been  pre¬ 
sented  for  redemption  in  any  quarter  of  a  year.  I  think  the  answer 
to  that  question  will  show  that  such  loans  are  never  brought  home 
for  redemption  in  any  considerable  amount.  I  am  assured  that  when 
we  had  such  certificates  outstanding  to  the  amount  of  more  than 
$120,000,000,  no  pressure  ever  sent  home  for  redemption  $2,000,000 
of  them  in  one  week,  and  that  though  under  the  acts  of  1862  the 
government  was  entitled  to  10  days’  notice,  the  then  Assistant 
Treasurer  at  New  York  never  availed  himself  of  the  right  to 
notice,  but  paid  all  such  demands  on  presentation.  Again,  at  the 
time  of  the  Chicago  fire  there  was  outstanding  over  $60,000,000  of 
three  per  cents.,  and  that  great  fire,  lasting  for  three  days  and  spread¬ 
ing  consternation  throughout  the  whole  country,  drove  in  of  those 
$60,000,000  of  temporary  loan  but  $1,500,000.  Why  should  holders 
of  such  securities  seek  their  redemption  ? 

THE  GREENBACK 

is  a  government  obligation,  without  interest,  and  why  should  a  man 
who  holds  a  government  obligation  bearing  interest  and  convertible 
into  greenbacks  on  presentation  demand  an  exchange  for  others  that 
bear  no  interest  ?  What  merchant,  having  his  debt  secured  by  bond 
and  mortgage,  with  legal  interest,  would  be  foolish  enough  to  sur¬ 
render  his  security  and  his  interest  for  the  privilege  of  getting  his 
debtor’s  note  without  security  and  with  no  interest  ? 
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Correspondent. — Might  there  not  be  a  possibility  that  other  secu¬ 
rities  in  the  shape  of  first  mortgages  and  other  liens  upon  real  estate, 
offering  a  larger  rate  of  interest  than  3.65,  would  be  more  sought  by 
capitalists  or  those  having  money  to  invest,  and  diminish  the  demand 
for  these  convertible  bonds  or  send  them  to  the  Treasury  for  redemp¬ 
tion  ? 

Judge  Kelley. — “  Out  of  abundant  caution,”  as  lawyers  say, 

MY  BILL  PROVIDES, 

as  did  that  of  July  11, 1862,  for  the  preparation  of  §50,000,000  of 
Treasury  notes,  known  as  greenbacks,  to  be  held  exclusively  for  the 
redemption  of  such  bonds  in  emergencies,  or  if  presented  in  unusual 
amounts ;  and  further  provides  that  said  fund,  if  drawn  upon,  shall 
be  reimbursed  out  of  the  first  moneys  not  otherwise  appropriated 
that  may  come  into  the  Treasury  ;  but  I  do  not  believe  that  that  fund 
ever  was  drawn  upon  or  the  one  my  bill  provides  for  would  ever  be 
touched.  Had  it  been  known  on  the  18th  of  September  last  that 
whoever  held  a  government  bond  could  get  greenbacks  for  it  there 
would  have  been  no  crisis  and  no  panic.  ,The  inability  to  answer  the 
question,  Where  shall  we  get  currency  ?  was  what  paralyzed  the  in¬ 
dustries  of  the  country,  and  will  have  cost  the  people  more  than 
$1,000,000,000  before  our  business  shall  have  resumed  its  usual  ac¬ 
tivity.  I  have  it  from  the  Secretary  of  the  Treasury  himself,  that 
citizens  of  this  district,  pressed  for  currency,  called  upon  him  and 
offered  to  exchange  their  gold-bearing  five-twenties,  then  commanding 
a  premium  in  the  market  of  Kew  York,  in  exchange  for  greenbacks 
at  par.  He  spoke  of  it  as  evidence  of 

THE  FOLLY  INTO  WHICH  MEN  MAY  BE  DRIVEN  BY  PANIC, 

but  I  saw  in  it  the  wisdom  of  prudent  and  substantial  men  on  the 
eve  of  bankruptcy  who  saw  that  the  people  of  a  country  which  GTod 
had  blessed  with  more  bountiful  crops  than  ever  before  were  brought 
to  ruin  by  the  want  of  one  thing,  “  currency” — the  means  to  pay 
wages,  and  to  purchase  at  the  retail  store  and  the  shambles  in  the 
market — which  was  the  sole  want  of  the  country,  and  to  which  alone 
we  owe  our  widespread  bankruptcy,  and  the  prevailing  want  among 
the  laboring  people  of  the  country.  Hon.  John  Sherman,  chairman 
of  the  Committee  on  Finance  of  the  Senate,  is  reported  as  having  said 
that  nobody  had  been  injured  but  those  who  had  unduly  expanded 
their  business.  I  would  like  to  know  whether 

THE  LABORING  PEOPLE 

who,  depriving  themselves  of  what  we  regard  as  the  necessaries  of 
life,  had  laid  by  a  few  hundreds  of  dollars  in  savings  banks,  were  the 
victims  of  the  expansion  of  their  trade  and  business  ?  I  would  like 
to  know  whether  the  working  people  of  my  city,  where  fathers,  sons, 
and  daughters  all  toil,  and  each  contributes  to  the  monthly  payments 
made  to  the  Building  Association  in  order  that  the  family  may  own 

the  roof  over  their  heads,  and  who  all,  having  been  thrown  out  of 
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employment,  find  their  property  about  to  be  sold  by  the  sheriff  under 
the  mortgage  on  which  they  cannot  pay  the  stipulated  instalments, 
are  the  victims  of  their  foolish  expansion  of  business  ?  I  would  like 
any  one  to  tell  me  whether  the  farmers  of  the  West  and  the  planters 
of  the  South  who  raised  their  crops  on  the  prices  of  the  past  year  and 
are  selling  them  under  the  prevailing  shrinkage  of  values  are  hurt  ? 
And,  if  they  are,  whether  it  is  the  result  of  their  extravagance  and 
their  expansion  of  business  beyond  its  just  limit?  These  working 
people  and  these  farmers  and  planters  are  the  people  of  the  country, 
and  it  is  they  who  have  been  robbed  of  their  earnings  and  their 
accumulations  by  the  fact  that  Congress  withholds  from  the  country 
currency  enough  with  which  to  make  the  exchanges  of  legitimate 
trade  and  production.  Mr.  Bagehot,  in  his  recent  work  Lombard 
Street ,  asserts  that  the  proximate  cause  of  every  financial  panic 
that  has  occurred  within  this  century  in  London  has  been  the  appre¬ 
hension  that  parties  holding  good  securities  would  soon  be  unable  to 
get  money  on  them,  and  that,  therefore,  the  holders  of  such  securities 
seized  the  opportunity  while  it  might  be  had  to  get  currency  and 
hoard  it ;  and  in  this  he  is  correct.  Therefore  it  is  that  I  said,  so  long 
as  the  whole  people  shall  know  that  whoever  holds  a  3.65  bond  can 
go  to  the  Treasury  and  get  currency  for  it,  a  great  commercial  crisis 
will  be  impossible;  and  as  to  greater  interest  tempting  funds  to  other 
investment,  I  should  be  sorry  to  think  that  it  would  not  do  so,  for  I 
would  not  check  the  enterprise  of  the  country.  But  there  are  a  large 
class  of  our  people  who  regard  security  as  more  important  than  the 
rate  of  interest,  and  these  would  trust  the  government,  at  least,  with 
enough  of  their  funds  to  make  them  feel  that  if  they  lost  what  they 
had  ventured  in  railroad  and  other  mortgages  they  would  still  be  in 
comfortable  circumstances. 

PROSPECTS  OF  JUDGE  KELLEY’S  BILL. 

Correspondent. — Can  you  give  me  any  idea  as  to  how  your  com¬ 
mittee  is  likely  to  act  on  this  subject,  and  whether  the  same  proposi¬ 
tion  is  not  before  the  Committee  on  Banking  and  Currency,  and  what 
view  they  take  of  it  ? 

Judge  Kelley. — The  question  is  before  both  the  committees  you 
have  named;  indeed,  my  bill  has  been  referred  to  each  of  them.  Mr. 
Field,  of  Michigan,  has  a  bill  before  the  Committee  on  Banking  and 
Currency  involving  the  same  principles,  and  there  are  other  proposi¬ 
tions  kindred  to  it  before  that  committee.  What  course  the  Com¬ 
mittee  on  Ways  and  Means  will  take  I  cannot  venture  to  suggest.  I 
brought  my  bill  to  the  attention  of  the  committee  on  Friday  and 
requested  that  it  should  be  taken  up  for  consideration  immediately 
after  the  holidays.  I  think  that  after  an  investigation  of  its  pro¬ 
visions  and  the  consideration  of  the  replies  the  Secretary  of  the 
Treasury  shall  make  to  my  call  for  information  it  will  be  reported  to 
the  House.  Whether  a  majority  of  the  committee  will  support  it  on 
the  floor  I  am  quite  unable  to  determine  in  my  own  mind.  As  to 
the  opinion  of  the  members  of  the  Committee  on  Banking  and  Cur- 
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rency  I  know  still  less  than  I  do  of  those  of  my  colleagues  on  the 
"Ways  and  Means.  The  merits  of  the  proposition  appear  to  me  to  be 
so  great  that  I  do  not  see  how  either  committee  can  resist  it,  especially 
now  that  it  is  shorn  of  the  suggestion  that  it  is  a  novelty  and  an  ex¬ 
periment,  and  shown  to  be  an  original  and  essential  part  of  our  system 
of  inconvertible  paper  money.  A  few  days  after  the  reassembling  of 
Congress  will  determine  its  fate  in  both  committees.  The  recent 
experience  of  France  in  reviving  her  business  and  paying  the  German 
indemnity  so  soon  after  the  war  is  a  powerful  argument  in  support 
of  this  measure.  The  French  government  declared  the  notes  of  the 
Bank  of  France  to  be  legal  tender,  and  receives  them  in  payment  of 
all  dues  to  the  government;  nearly  $600,000,000  of  these  notes  are 
now  in  circulation,  and  the  difference  between  gold  and  paper  in 
that  country  has  never  reached  one  per  cent.  Industries  revived 
almost  magically,  and  the  story  of  how  France  paid  the  German 
indemnity  is  familiar  to  all.  So,  too,  the  example  of  England  pleads 
for  it.  The  English  people  hold  the  English  debt  at  a  low  rate  of 
interest  because  consols  are  always  convertible  into  money  at  a  slight 
depreciation.  If  the  immense  debt  of  England  can  be  borne  by  aid 
of  machinery,  which  sometimes  falls  below  par,  how  much  more 
readily  might  ours  be  maintained  by  bonds  always  redeemable  at 
par  in  the  currency  of  the  nation  by  the  Treasury  of  the  country  l 
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